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SUBJ: UNDP GOVERNING COUNCIL: PROPOSED SOLUTION TO UNDP 
LIQUIDITY CRISIS THROUGH PURCHASE OE NON-CONVERTIBLE CURRENCY 

REF: STATE 169133 

1. ON JULY 19, EMBOEE PRESENT NON-CONVERTIBLE CURRENCY 
PURCHASE PORPOSAL TO DR. HEINZ DEUTSCHLAND, DEPUTY DIRECTOR, 
INTERNATIONAL ECONOMIC ORGANIZATIONS SECTION, MEA IN ACCOR- 
DANCE WITH REETEL. 

2. DEUTSCHLAND NOTED THAT THIS PROPOSAL HAD BEEN MENTIONED 
BY USREP AT RECENTLY CONCLUDED MEETING OE UNDP GOVERNING 
COUNCIL IN GENEVA. BEEORE COMMENTING DIRECTLY ON THE 
PROPOSAL, DEUTSCHLAND SAID THAT THE GDR BELIEVED THAT THE 
UNDP'S "EINANCIAL" OR "LIQUIDITY" CRISIS WAS NIETHER 

CAUSED NOR PRINCIPALLY STEMMED FROM THE PROBLEM OE NON- 
CONVERTIBLE CURRENCY. THE GOR WOULD "RESOLUTELY RESIST" 
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HE SAID, STEMMED EROM THE GDR'S VIEW EROM (A) CURRENCY 
PROBLEMS AEEECTING THE CAPITALISTIC WORLD I.E. DEVALUA- 
TION; (B) INELATION WHICH INCREASED UNDP 
PROJECT COSTS: (C) EXTREMELY HIGH PERSONNEL COSTS IN UNDP 
PROJECTS; (D) THE DELINQUENCY OE CERTAIN COUNTRIES IN 
ACTUALLY PAYING THEIR PLEDGED CONTRIBUTIONS; AND (E) THE EACT 
THAT TOO MANY UNDP PROGRAMS HAD PRICE TAGS THAT WERE UNREAL- 
ISTIC WHEN COMPARED WITH UNDP'S TOTAL BUDGET. 

3. DEUTSCHLAND SAID THAT THE GDR HAD MADE NUMEROUS 
PROGRAM PROPOSALS WITHIN THE UNDP ERAMEWORK EOR WHICH THE 
GDR CURRENCY CONTRIBUTIONS COULD BE USED. THE GDR HAD 
ONLY MADE THREE CONTRIBUTIONS TO DATE AS IT WAS NOT LONG 

A MEMBER OE THE UN AND DID NOT CONSIDER NON-CONVERTIBILITY 
A MAJOR PROBLEM IN ITS OWN CASE. 

4. THE GDR HAS PROPOSED NUMEROUS SEMINARS AND STUDY 
TOURS WHICH WERE "VALUED " BY PARTICIPANTS PROM THE LDCS. 

THE GDR BELIEVED THAT, WITH THE GOOD WILL OP ALL PARTICI- 
PATING COUNTRIES, CONTRIBUTIONS IN NON-CONVERTIBLE CURRENCIES 
COULD BE USED UP APPROPRIATELY. DEUTSCHLAND SAID HE WAS 
OPTIMISTIC AND BELIEVED THERE WOULD BE NO NECESSITY TO 
IMPLEMENT A US PROPOSAL TO BUY UP GDR CURRENCY IN THE 
PUTURE. 

5. DEUTSCHLAND INDICATED THAT HIS RESPONSE WAS, OP 
COURSE, NOT NEW TO THE US, HAVING BEEN EXPRESSED AT THE 
UNDP GOVERNING COUNCIL MEETING RECENTLY CONCLUDED. 
NEVERTHELESS, HE APPRECIATED THE OPPORTUNITY TO EXPRESS 
THE GDR VIEW IN EXTENSIO AT THIS TIME. COOPER 
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